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Awash In Sugar

Sugar production for MY 02 has jumped even further than expected, and is now forecast to reach 8.76
MMT (raw basis), an increase of nearly 35% over the previous year and considerably higher than the
11.3% increase originally forecast by the China Sugar Association.  Trade sources attribute the
unexpectedly large crop to higher sugar content and a longer than normal refining season.  As of the end
of April, total production had reached 8.18 MMT on a refined basis, including 7.16 MMT of cane
sugar and 1.025 MMT of beet sugar.  Refining is now expected to continue until mid May.  Forecasts
for MY 03 have also been increased.  Surveys by the State Statistical Bureau show that farmers may
plant a total of 1.82 million ha. of sugar cane and sugar beets, with an increase of 8.4% for cane and
16% for beets.  This means that cane area is now forecast to increase by roughly 2% more than
originally forecast in this year’s Sugar Annual (CH2014).  Although sugar prices are likely to fall during
the coming months, most Chinese farmers’ planting decisions are based on prices received the previous
year, rather than prices at the time of planting.  As a result, China may continue to suffer from low
prices and excess supplies of domestic sugar throughout MY 03.  

Choking It Down

Consumption is forecast to increase as lower prices spur increased use of sugar.  A key component in
this increase may be a decline in the use of saccharine in place of sugar. The government recently
established the National Saccharine Production and Distribution Coordination Group, with a plan to
limit domestic consumption of saccharine to 3,500 MT.  (Note that, since saccharine is 300 times as
sweet as sugar, this 3,500 MT is equivalent to over 1 MMT of sugar).  However, China continues to
manufacture massive quantities of saccharine for export, however, making diversion into domestic
markets difficult to prevent.  While government control efforts have undoubtedly had some impact on
saccharine use, industry sources indicate that falling prices for sugar and rising prices for the chemical
raw materials used to manufacture saccharine have also played an important role.  Should sugar prices
rise again, saccharine use is also likely to increase.

Stowing It Away

Fearing a sharp drop in prices, the government has announced a National Reserve Procurement Plan. 
The initial plan is to purchase 300 TMT of sugar, primarily from Guangxi, Yunnan and parts of
Guangdong.  Procurement prices for raw sugar have yet to be determined, but the current procurement
price for granulated white sugar at different warehouses varies from $331/MT to $343/MT.  Reserve
warehouses are located in North, Northeast and East China.  Loans for procurement of the sugar will
be provided by the Agricultural Development Bank, while the cost of storage and interest on the
procurement loans will be borne by the government.  The Chinese government has committed to
importing roughly 400 TMT of sugar from Cuba.  Of this, 200 TMT has already entered the market,
but the remaining quantity will placed directly into the reserve.  
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Keeping It Out

Imports are now forecast to fall. The import forecast for MY 02 has been cut from 1.5 MMT down to
1.1 MMT.  With an even larger crop forecast for MY 03, the import forecast for that year has also
been reduced from 1.52 MMT down to 1.12 MMT.  Several factors have contributed to the change. 
Current low prices have made importing less profitable, although domestic prices remain higher than
world markets.  In addition, the sugar importing season does not normally begin until the domestic
refining season is over.  This year’s unusually long refining season has already cut into the import
season, causing imports to fall.

Finally, the expectation of increased imports was based on China’s entry into the WTO.  As part of its
WTO accession package, China agreed to an initial tariff rate quota (TRQ) for sugar of 1.76 MMT. 
Implementation of the quota has been thrown into doubt, however.  Trade and some Chinese
government sources recently reported that China plans to cancel the TRQ for sugar in order to
‘safeguard’ its sugar industry, which is suffering from low prices.  Other Chinese government sources,
however, claim that China has no plan to cancel the quota, and that trade has stopped because low
domestic prices have made it unprofitable.  Even without a safeguard action, the quota does not
provide sugar exporters with much basis for optimism.  Only 30% of the 1.76 MMT quota is allocated
to private traders.  Added to this, a large proportion is being reserved for ‘processing trade,’ i.e., raw
sugar that is imported, refined, then re-exported.  Since this sugar never actually enters the Chinese
market, reservation of part of the TRQ for this purpose may be questioned as a possible violation of
China’s WTO commitments.
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Sugar: Production, Supply and Distribution

PSD Table
Country: China, Peoples Republic of
Commodity: Sugar

2001 2002 2003
Old New Old New Old New

Market Year Begin 10/2000 10/2001 10/2002
Beginning Stocks 1851 1851 1004 1004 1076 1489
Beet Sugar Production 945 945 1103 1090 1212 1120
Cane Sugar Production 5904 5904 6522 7670 6701 7850
TOTAL Sugar Production 6849 6849 7625 8760 7913 8970
Raw Imports 875 875 1300 950 1400 960
Refined Imp.(Raw Val) 208 208 200 155 120 160
TOTAL Imports 1083 1083 1500 1105 1520 1120
TOTAL SUPPLY 9783 9783 10129 10869 10509 11579
Raw Exports 6 6 5 10 4 10
Refined Exp.(Raw Val) 123 123 350 490 350 500
TOTAL EXPORTS 129 129 355 500 354 510
Human Dom. Consumption 8650 8650 8698 8880 8745 9000
Feed Dom. Consumption 0 0 0 0 0 0
TOTAL Dom. Consumption 8650 8650 8698 8880 8745 9000
Ending Stocks 1004 1004 1076 1489 1410 2069
TOTAL DISTRIBUTION 9783 9783 10129 10869 10509 11579


